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Pressure or Monitoring : Institutional Investor’s Research

and Corporate Financialization

SHI Huihong, WANG Guanwen, WANG Jiani

(School of Finance, Capital University of Economics and Business, Beijing 100070, China)

Abstract: Based on panel data of Chinese A-share listed companies of Shenzhen Stock Exchange from 2013 to 2021, this paper
examines the impact of institutional investor’s research on corporate financialization from two competing perspectives: pressure
effect and monitoring effect. The results show that institutional investor’s research has a positive impact on corporate financializa-
tion. After dividing the financial asset allocation structure, we find that institutional investor’s research can promote firms’ alloca-
tion of “reservoir” financial assets and discourage firms from allocating “investment alternative” financial assets, indicating that
institutional investor’s research has a monitoring effect on firms’ financial asset allocation. Further study found that the monitoring
effect of institutional investor’s research on financial asset allocation was more pronounced for firms with lower financing con-
straints and higher agency costs. The monitoring effect of institutional investor’s research on financial asset allocation helps to im-
prove firms’ total factor productivity. The results provide a feasible basis for the authorities to improve investor relations manage-
ment and improve the problem of “off the real to the virtual” by market means.

Key Words: institutional investor’s research ; corporate financialization; “off the real to the virtual” ; financing constraint; agen-

cy cost; financial asset allocation; monitoring effect; pressure effect
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